Request for City Council Action

Date: August 26, 2002

To: Council Member Lisa Goodman, Community Development Committee
Council Member Barbara Johnson, Ways and Means/Budget Committee

Refer to: MCDA Board of Commissioners

Preparedby  dmWhite, Senior Project Coordinator, Phone 612-673-5170

Approved by Chuck Lutz, MCDA Interim Executive Director

Subject: The Lake Street Center Redevelopment Plan and the
Lake Street Center Tax Increment Finance Plan

Previous Dir ectives: December 3, 1997, authorized a $2,000,000 Leveraged Investment Account
loan and a$200,000 NRP Loan to STA Associates, Inc.; July 17, 1998, approved $500,000 in
MILES funding for retrofit items; October 24, 1997, and April 24 and October 30, 1998, authorized
grant gpplications to and receipt of $4,600,000 from Metropolitan Council Tax Base Revitaization
Account; Fall 1998 authorized Federa Empowerment Zone designation for the project area and receipt
of $3,000,000 from HUD; March 25, 1999, approved Empowerment Zone funding for retrofit items,
pollution abatement and a childcare facility; April 9, 1999, appropriated $650,000 in FUND CBG and
waived 3% City admin feg; June 1999 authorized gpplication to HUD for an $8,500,000 Economic
Development Initiative grant and loan for parking ramp construction contingent on goplication for a
$6,500,000 Section 108 loan; July 19, 1999, directed staff to proceed with ramp construction financing
and development plans and require STA to meet certain conditions before ramp construction could
begin. On March 12, 2001, the City Council confirmed a settlement in lieu of foreclosure between
MCDA and STA Associates, Inc., and STA Development Corporation regarding the Great Lake
Center, and authorized the necessary steps to implement the settlement, including the direction to refer
the appropriation requests to City Council to secure the funds needed for the settlement. On August 10,
2001, the Board of Commissioners confirmed the settlement termsin lieu of foreclosure for alender to
lender workout with Marquette Bank regarding the Great Lake Center project.




On June 10, 2002, the City Council approved a resolution to set up fundsto receive and spend rental
income from the project on property management and professiond services for the project.

Ward: 8

Neighborhood Group Notification: Powderhorn Park Neighborhood Association, Phillips West,
Midtown Phillips, Centra Neighborhood Improvement Association, Central Neighborhood Partnership,
and the Chicago Lake Project Review Committee have been notified of the Agency’s intent to create
the Redevelopment Project Areaand Tax Increment Financing District. Abbott Northwestern Hospital
cregted a citizen review group, which includes representatives from the above listed groups. That group
has approved the hospitd’ s parking ramp plan.

Consistency with Building a City That Works: The requested actions and recommendations are
congstent with goas to remove blight and strengthen neighborhood commercid corridors and nodes.

Comprehensive Plan Compliance: It complies.
Zoning Code Compliance: Nothing in this report dedls with zoning issues.

Impact on MCDA Budget: (Check those that apply)
___No financid impact
____Action requires an appropriation incresse to the MCDA Budget
____Action provides increased revenue for appropriation increase
____Action requires use of contingency or reserves
_X_Other financia impact (Explain): The annud impact on the City would be $212,905.
Thetota impact annudly on dl taxing jurisdictions including the City is $532,364.

Living Wage/ Business Subsidy: Abbott Northwestern Hospitdl iswilling to sgn aliving wage
agreement with the City. Abbott is paying fair market vaue for the land. Tax Increment is assgting the
development of that ramp.

Job Linkage: Abbott Northwestern iswilling to sign a Job Linkage Agreement.
Affirmative Action Compliance: All vendorswill comply with City /MCDA policies

Recommendation: That the City Council adopt resolutions approving the Lake Street Center
Redevelopment Plan and the Lake Street Center Tax Increment Finance Plan, and authorize
the creation of the Lake Street Center Redevelopment Project and Tax I ncrement Finance
Didtrict, effective as of the date of adoption of Special L aws of Minnesota, 1998, Chapter 389,
by Hennepin County Board of Commissioners and Special School District No. 1. Upon
adoption, Certificate of Approval of Special Law by Gover ning Body be submitted to the
Minnesota Secretary of State, pursuant to Minnesota Statutes, 645.02 and 645.021.

Forward to the MCDA Board of Commissionersfor consideration and approval.




The MCDA is seeking gpprova to implement specid tax increment legidation for the former Sears
properties at Chicago and Lake. Thefirst development piece is the proposed Abbott Northwestern
Hospital (Abbott) ramp at 28" and Chicago. It is anecessary component that needs to bein placein
order to facilitate Abbott's extensve heart hospitd expansion.

The Agency bdieves that the future of the entire Chicago Lake areais inextricably linked to that of
Abbott, the largest employer in south Minnegpolis. Asagrowth industry, hedlth careisan ided
employer in that it employs the services of large numbers of individuds, both skilled and unskilled. It
has an excdlent wage structure and trains and advances employees both interndly and externdly. It has
an annua need of over 500 new employees to handle both attrition and growth. Since 1999, Abbott
has increased by 71% the number of new employees from the zip codes surrounding its campus*

SPECIAL LEGISLATION

During the 1997-98 Legidative Session, the City and MCDA sought and received specid tax increment
legidation that setsthe origind net tax capacity of the digtrict at zero, and alonger than usua TIF digtrict
duration to facilitate phasing of the project’s redevelopment over severd years? Theimpetus for the
legidation was the redization that the sheer Sze of the former Sears property posed unique chalengesto
the City and to potential developers.

Tax increment didricts are restricted in time. Housing and Redevelopment didtricts are limited to a
maximum of 25 years, economic development didricts are limited to a 10-year life. The 1998 specid
legidation dlows for up to a 30 year life. The absorption of 1.9 million square feet of |easable space for
whatever useis alengthy process. When combined with the need to renovate obsolete buildings to
modern and historic standards and guidelines, the chalenge is nearly overwhelming. For size
comparison purposes, the Mdl of America contains 2.6 million square feet of |easable space.

Two economic factors were discussed with legidators when the specia legidation was proposed: First,
that tax increment from rehabilitated structures is much less than from new congtruction, and alonger
duration digtrict was therefore appropriate in thisinstance. Second, that having the ability to utilize
exiging tax base in the digtrict would jump-start the project by providing an immediate source of
financid assgance. The cavesat given by Legidators, in goproving the legidative request, was that the
City be not overly expansve with the boundary of the new didtrict.  The proposd before you isin
keeping with that request. The City Council gpproved this specid legidation by resolution on August 6,
1998.°

The City'soverdl godsfor the project are: 1) diminating blighting influences, 2) providing needed
redevelopment including commercid, indudtrid, and retail services within the community, 3) securing
additiond parking for Abbott Northwestern Hospita's expansion needs, 4) providing a project which
would employ people from the surrounding neighborhoods, and 5) development of a housing
component, if feasible, within the project.

THE TAX INCREMENT AND ABBOTT NORTHWESTERN HOSPITAL

! Refer to attached ANW Employee Zip Code breakdown
2 See attached copy, Laws of Minnesota, 1998, Chapter 389

% City Council Resolution 98R-282, by Thurber.



The finance plan before you at thistime utilizes the existing tax base from the taxable Heart Inditute
Building on the Abbott campus, and the 1979 Building on the former Sears property, north of the
Midtown Greenway. Tax increment from other parcels within the Lake Street Center Project will be
reserved for future devel opments south of the Midtown Greenway.

The use of tax increment for the Abbott ramp was a policy decison made by a previous City Council.
It isadecigon that is aso being requested of this City Council.

Thelossto the City's genera fund of over $200,000 per year for 25 years was consdered afair trade-
off for the jobs growth and commitment of Abbott to south central Minnegpalis.

Abbott is a tax-exempt hedlth care provider. The use of exigting tax base for atax-exempt entity has
financid implicationsin atime of budget deficits. Abbott's parent, Allina, owns other tax-exempt
property within Minnegpolisthat it iswilling to congder sdlling, to help offset the tax impact of their new
ramp. Specificaly, Eitd Hospitd, in Loring Park, is a possible divestment property. It is not without its
own complications, however. Allinas main computer network server islocated at Eitel, and there needs
to be aprovision to relocate 140 licensed hospita beds that Allinaretainsthere.  Additiondly, Allinais
consdering consolidating its 11 corporate offices that are shared throughout the region. The Eitel
building and its saff are among the groups that are being consdered for consolidation. At thiswriting,
discussions are underway between the Alling, City and MCDA officids. It is expected that an
addendum report will be available on this specific point prior to the August 26™ public hearing.

EVOLUTION OF RAMP PLACEMENT

Theinitial request of Abbott to the former project developers, and now MCDA, was for aparking
ramp pad on which to build their hospita ramp. The most proximate location to the Abbott campusis
at 28" Street and Chicago. That became the preferred location.

Thefirst ramp plan was lined, from 28" Street to the Midtown Greenway. It wasthe only possible
layout because of alease clause with MDI for the 1979 Building that reserved a 150 foot setback for
truck turnaround for the entire length of building, which alowed access by semi trucks to the building's
38 loading docks.

MDI terminated its lease earlier thisyear. The remaining tenant, DDS, requires less than hdf the
number of loading docks that MDI and DDS together needed. Thisturn of eventsled to the second
design plan which attempted to utilize the 1979 Building itself as the ramp, creating an dl-indoor ramp
and leaving the corner of 28" and Chicago available for other hospital development. Thiswas
consdered to be the best plan, if it were proven to be economically feasible.

Abbott had an engineering study of this dternative, and the conclusion was that converting the 1979
Building was dmost twice as costly as building anew ramp by itsdf. A mgor difficulty was the cost of
making the structure withstand salt deposits that are ever present in the winter months, and the cost of
congtructing additiond levels within the existing structure,

The third plan is that which is before you at thistime. A freestanding ramp at the corner of 28" and
Chicago oriented west to east, abutting the 1979 Building. The design incorporates commercid space
at the ground level dong Chicago Avenue, and the overdl design e ements were chosen through a
process involving nearby residents and neighborhood group representatives.  The benefits of this
placement are: All users are reasonably close to the Abbott campus; the solid wall effect dong Chicago



Avenueis avoided, asisthe canyon effect that would exist between the 1979 Building and the new
ramp; abutting the ramp to the 1979 Building allows for direct access to each, if desired.

MCDA's workout agreement with Marquette Bank alows for the sale of the north parcels to Abbott

Northwestern Hospita for $5.2 million. A separate Board report details this transaction. The Agency's
indebtedness to Marquette Bank, by this sale, will be reduced significantly from the existing $6.8 million,
and just asimportant, interest accrua on the remaining balance is suspended until December 31, 2003, *

It is recommended that the City Council adopt the attached resol utions gpproving the Redevel opment
Pan and Tax Increment Plan, and authorizing the creation of the Lake Street Center Redevel opment
Project and Tax Increment Finance Didtrict, effective as of the date of adoption of Specid Laws of
Minnesota, 1998, Chapter 389, by Hennepin County Board of Commissioners and Specid School
Digtrict No. 1. Upon adoption, Certificate of Approva of Specid Law by Governing Body be
submitted to the Minnesota Secretary of State, pursuant to Minnesota Statutes, 645.02 and 645.021.
That it forward to the MCDA Board of Commissoners for consideration and approval.

This report was prepared by Jm White. For more information, call 612-673-5170.

* See Agreement of December 17, 2001 between Marquette Bank and MCDA



Adopting the Lake Street Center Redevelopment Plan, the Lake Street
Center Redevelopment Tax Increment Financing Plan, and
authorizing the creation of the Lake Street Center Redevelopment
Tax Increment Finance District

RESOLVED BY THE CITY COUNCIL OF THE CITY OF MINNEAPOLIS:

Section 1. Recitals

1.1  Pursuant to Laws of Minnesota 1980, Chapter 595, as amended, and the
Minneapolis Code of Ordinances, Chapter 422, as amended (the “Agency Laws”)
the Housing and Redevelopment Authority in and for the City of Minneapolis (the
“City”) has been reorganized, granted additional powers, and designated the
Minneapolis Community Development Agency (the “Agency”) with the authority to
propose and implement city development districts, redevelopment projects and tax
increment financing districts, all pursuant to Minnesota Statutes, Sections 469.001
through 469.134, and 469.174 through 469.179 as amended; Laws of Minnesota
1971, Chapter 677 and Laws of Minnesota 1998, Chapter 389 (the “Project Laws”).

1.2 On February 4, 2000, MCDA staff received concept approval on the proposal to
participate in the redevelopment of the Great Lake Center (now the Lake Street
Center) and were authorized and directed to proceed with the preparation of
Redevelopment and Tax Increment Finance Plans.

1.3 It has been proposed that the Agency prepare the Lake Street Center
Redevelopment Plan and the Lake Street Center TIF Plan (the “Plans”) to provide
the legal authority for the creation of a new redevelopment project, and a new TIF
district, which Plans reflect the establishment of objectives for the redevelopment of
the project, designation of project boundaries, identification of land uses, a budget
for public redevelopment costs, and the establishment of a redevelopment TIF
district that includes parcels in the Lake Street Center Redevelopment Project (the
“Project Area”), all pursuant to and in accordance with the Project Laws and Laws of
Minnesota 1998, Chapter 389.

1.4  The Agency has prepared, and this City Council (the “Council’) has examined the
proposed Plans that describe more precisely the activities to be undertaken, the
public costs, the designation of the Project Area, objectives for the redevelopment
of the Project Area, including land uses for the redevelopment of the project area, a
budget for expenditures and the facts supporting the Plans. The Council has
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2.2

2.3

reviewed the legal authorization to establish a new TIF district for the proposed
redevelopment project, and to authorize public redevelopment activities and
expenditures necessary to assist this project. Anticipated public redevelopment
activities include property disposition, parking ramp construction, administration,
and other related activities, all pursuant to and in accordance with the Project Laws,
and Laws of Minnesota 1998, Chapter 389.

The Agency and the City have performed all actions required by law to be
performed prior to the adoption of the Plans, including, but not limited to, a
review of the proposed Plans by the affected neighborhood groups and the
Planning Commission, transmittal of the proposed Plans to the Hennepin County
Board of Commissioners and the School Board of Special School District No 1
for their review and comment, and the holding of a public hearing after published
and mailed notice as required by law.

Section 2. Findings for the Adoption of the Plans

The Council hereby finds, determines and declares that the Plans will afford
maximum opportunity, consistent with the sound needs of the City as a whole, for the
redevelopment of the Project Area and TIF District by private enterprise as the
proposed redevelopment removes blight and blighting influences, facilitates parking
ramp construction, enhances the city’s tax base, and will serve as an impetus for the
provision of needed community redevelopment, including commercial and retail
opportunities.

The Council further finds, determines and declares that the Plans conform to the
general plan for the development or redevelopment of the City as a whole.
Written comments of the Planning Commission with respect to the Plans were
issued, are incorporated herein by reference, and are on file in the office of the
City Clerk.

The Council further finds, determines and declares that the land in the Project Area
would not be made available for redevelopment without the financial aid to be
sought. The proposed development on this site would not reasonably be expected to
occur solely through private investment within the reasonably foreseeable future and
therefore, the use of tax increment financing is deemed necessary because the
private redevelopment of the properties included in the TIF District could not occur
without public participation and financial assistance. Financial assistance is required
to develop currently vacant, underutilized land into needed parking and commercial
and retail opportunities. The proposed project would provide a five-level, 1,150-
space parking ramp and future renovation of the former Sears Tower.
Redevelopment of this Project Area would not be economically feasible without
resolving specific issues such as the high cost of renovation and land acquisition.
Therefore, it is the opinion of the City of Minneapolis that the proposed
redevelopment project to be financed, in part, by this TIF District, would not occur
solely through private investment within the foreseeable future.

Further, the TIF Act requires that a potential TIF District must also pass a market
value test in order to make a finding that the increased market value of the site that
could reasonably be expected of occur without the use of tax increment financing
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2.6

would be less than the increase in the market value estimated to result from the
proposed development after subtracting the present value of the projected tax
increments for the maximum duration of the district permitted by this TIF Plan.
Because it is the opinion of the City that the proposed redevelopment project to be
financed, in part, by this TIF District would not occur solely through private investment
at this time, the City projects that the estimated market value of the site without the
use of tax increment financing remains at its current level. The calculations necessary
to pass this test are included on page 13 of the TIF Plan. The public redevelopment
activity, expenditures, and market values associated with the redevelopment project
proposed in the TIF Plan results in a series of calculations and figures that clearly
pass the required market value test.

The Council further finds, determines and declares that the property to be included
in the Project Area and TIF District meets the statutory definition of a blighted area
due to the presence of blighted, vacant and substandard structures, vacant and
underutilized land, functionally obsolete and hazardous structures, and challenging
characteristics of the site; all of which may have contributed to and prevented
normal development of the land in the past. It was also found that with reasonable
certainty, deficiencies exist in several buildings that are below standards of the
Uniform Building Code applicable to new buildings and that several buildings at the
former Sears site are structurally substandard in accordance with the Laws,
because the costs of repairs to comply with standards of the building code exceed
15% of the properties’ replacement value, and other factors, including the sheer size
of the complex, which have prevented normal development. The proposed TIF
district contains properties that qualify for inclusion in the TIF district in accordance
with 469.174, Subd. 10 (a). Of the 9 parcels included in the TIF district, 7 parcels
had improvements and/or buildings that were considered structurally substandard,
thereby qualifying these parcels for inclusion in a TIF district; the properties include
unused, and underused buildings. Previous environmental investigations performed
by Bay West in October 2001 revealed asbestos, lead paint, bird feces, light
ballasts suspected to contain PCBs, and petroleum-impacted soils.

Therefore, it is found that the TIF District and Project Area contain buildings that are
substandard as defined in Minnesota Statutes, Section 469.002, Subdivision 11
Section 469.174, Subdivision 10, and Laws of Minnesota 1998, Chapter 389.
Detailed and documented parcel-by-parcel interior and/or external inspections of
the properties to be included in the TIF District were conducted in 1990 and again in
2002 and that the reasons and supporting facts for these determinations are
retained and available from the Agency.

The Council further finds, determines and declares that the municipality elects the
method of tax increment computation set forth in Minnesota Statutes, Section
469.177, Subdivision 3 (a), and that it is the intent of the City and Agency that any
fiscal disparity contribution required of the City for development occurring within this
TIF District be taken from outside this TIF District.

The Council further finds, determines and declares that the objectives and actions
authorized by the Plans are all pursuant to and in accordance with the Project Laws.
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2.7  The Council further finds, determines and declares that it is necessary and in
the best interests of the City at this time to approve the Plans.

Section 3. Approval of the Plans; Creation of Project Area and TIF
District

Based upon the findings set forth in Section 2 hereof, the Plans presented to the
Council on this date are hereby approved and shall be placed on file in the office
of the City Clerk.

Based upon the findings set forth in Section 2 hereof, the Lake Street Center
Redevelopment is hereby created and established.

Based upon the findings set forth in Section 2 hereof, the Lake Street Center
TIF District is hereby created and established.

Section 4. Implementation of the Plans

The officers and staff of the City and the Agency, and the City's and the Agency's
consultants and counsel, are authorized and directed to proceed with the
implementation of the Plans, and for this purpose to negotiate, draft, prepare
and present to this Council for its consideration, as appropriate, all further
modifications, resolutions, documents and contracts necessary for this purpose.
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Redevelopment Plan
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Introduction

Two plan documents have been prepared to assist a proposed phased commercial and retail project:
this Lake Street Center Redevel opment Plan and the Lake Street Center Tax Increment Finance (T1F)
Plan. The Lake Street Center Redevel opment Plan establishes a new Redevel opment Project Area,
establishes objectives for the redevel opment of the Project Area, identifies land usesfor the
redevelopment of the Project Area, and authorizes the creation of anew tax increment finance didtrict as
atool for carrying out portions of the redevel opment activities described therein.

Background
In 1979, the Chicago-L ake Business Association requested that the City Planning Department staff
assig in producing a plan authorizing development priorities and strategies for Chicago-Lake. In 1981,
the same business association requested that the City Council establish a Redevelopment Project in the
area

The Chicago-L ake Redevelopment Project was approved by the Minnegpolis City Council on
February 25, 1983. Subsequent modifications to the project included the creation of TIF Didtrict No.
36, gpproved by the Minneapoalis City Council on December 20, 1985, established to facilitate the
development of a49,800 square foot medica building and 7,000 square foot space for Abbott-
Northwestern Hospitd.

TIF Digtrict No. 37, approved by the Minnegpolis City Council on December 20, 1985, established the
Chicago-Lake tax increment digtrict and added four parcels of commercia frontage dong Chicago and
Lake Street.

Previous attempts to redevel op the Sears complex into a mixed use facility have been undertaken and
faled snce 1989. TIF Digtrict No. 37, has been decertified.

Portions of the property to be included in the new Lake Street Center Redevelopment Project are dso
located in the Chicago-Lake Redevelopment Project Area, which is an incorporated project within the
Common Development and Redevel opment and Common Tax Increment Finance Plan (the Common
Project).

The new Lake Street Center Redevelopment Project Areais afree standing project area. Although
portions of the new project area overlays property included in both the Common Project and the
Chicago-Lake Project Areas, the Lake Street Center Redevel opment Project is not incorporated into
ether of these existing project areas. Further, the new Lake Street Center Tax Increment Finance
Didrict is not being incorporated as a participating TIF Didtrict into the Common Project and will not be
subject to the existing Common Project obligations and commitments.



During the 1997-98 L egidative Sesson, the City and MCDA sought and received specid tax increment
legidation to alow for the congtruction of public parking ramps and alonger than usua district duration
to alow phasing of the project’s completion over severd years due to its sheer Size. Specid Legidation
approved as part of the 1998 Omnibus Tax Bill authorizes the Minnegpolis Community Development
Agency (MCDA) to establish aredevelopment district for the Sears building Ste in south Minnegpolis.

The MCDA is seeking gpproval to begin implementing this legidation for the Lake Street Center
Redevelopment Project. Thefirst phase of redevelopment will be the proposed Abbott Northwestern
Hospital parking ramp at East 28" Street and Chicago Avenue South. The ramp is a necessary element
for Abbott Northwestern’s new heart hospital expansion.

Additiond future phases of this project include the renovation of the former Sears Tower to
accommodate commercid and retail tenants. Affordable housing units are dso a possible component of
these future phases.

REDEVELOPMENT PLAN

l. Project Description
The entire former Sears property is currently managed under contract with the MCDA, by United
Properties property management divison.

In an agreement with Marquette Bank, the MCDA contemplates the sdle of the northwest portion of the
project to Abbott Northwestern Hospital for its employee parking needs. Abbott is currently focused
on its heart hospitd expanson and related multi-level, 1,150-pace employee parking ramp. The
remainder of the north portion of the property will be important as a potential expansion space for the
hospitd.

The MCDA bedlieves that the remainder of the property north of the Midtown Greenway (and not part
of the ramp project) can be left functioning as it is with its exigting tenants until more is known about
Abbott Northwestern Hospitd’ s expansion plans.

The MCDA has facilitated the relocation of asingle-family house at 2901 11™ Avenue South to an
MCDA-owned lot at 2815 10™ Avenue South. The resulting vacant lot a 2901 11™ Avenue South will
be used as part of the adjacent 88-space surface parking lot. This operation will cease when Abbott
Northwestern Hospital opensits proposed new multi-level 1,150-space ramp at 28" and Chicago. At
that time, the 2901 11™ parcel could be marketed for a housing development, replacing the origina
resdential character of the block.

The proposed parking will include ramp management office gpace on the street leve fronting on
Chicago Avenue South.

A. Boundary of Redevelopment Project

3
Lake Street Center Tax Increment Finance Plan
July 26, 2002




Under the authority of the Housing and Redevelopment Authorities Act, approva of this Plan
establishes a new Redevel opment Project as defined in Minnesota Statutes Section 469.002,
Subdivison 14. The Project Area Report is attached as Exhibit #6 to this Redevel opment Plan.

The boundary of the Redevelopment Project is generaly 11™ Avenue South on the esst,
Chicago Avenue South on the west, the southerly right-of-way line of East Lake Street on the
south, and the northerly right-of-way line of East 28" Street on the north.

Portions of the property to be included in the new Lake Street Center Redevel opment Project
are aso located in the Chicago-L ake Redevelopment Project Area, which is an incorporated
project within the Common Devel opment and Redevel opment and Common Tax Increment
Finance Plan (the Common Project).

The new Lake Street Center Redevelopment Project Arealis a free-standing project area.
Although portions of the new project area overlay property included in both the Common
Project and the Chicago-L ake Project Aress, the Lake Street Center Redevelopment Project is
not incorporated into either of these existing project areas. Further, the new Lake Street Center
Tax Increment Finance Didtrict is not being incorporated as a participating TIF Didtrict into the
Common Project and will not be subject to the existing Common Project obligations and
commitments

B. Project Boundary Map

The Project Area Boundary Map isincluded in this Redevelopment Plan as Exhibit #1.

C. Objectives of the Redevdopment Plan

The City of Minnegpalis, together with the Minnegpolis Community Development Agency,
seeks to achieve the following objectives through the Lake Street Center Redevel opment Plan.

The primary project objective will be to identify and carry out commercia redevel opment
activitiesin the Project Areawhich will revitdize the neighborhood. Toward thisend, the
following gods and objectives have been identified:

(@D} Secure additional parking for Abbott Northwestern Hospital’ s needs.

2 Facilitate the development and redevel opment of underutilized and/or blighted property
inthe Project Area

Revitaize/restore/renovate property in the areato create a safe, atractive and
functiond area

Improve the aesthetic and economic vitdity of the business digtrict
Contribute to the cultura and economic vitdity of the neighborhood
4
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Promote reinvestment, modernization and rehabilitation as needed

3 Deveop affordable housing units.

4 Provide new commercid opportunities and spaces for commercia development.
(5) Provide employment opportunities for resdents from the surrounding neighborhoods.
(6) Provide access to and from the Midtown Greenway to Lake Street.

) Provide public improvements and infrastructure as needed.

8 Improve the tax base and tax revenue generating capacity of the City.

D. Types of Redevelopment Activities

The objectives of the Redeve opment Plan will be accomplished through the following activities:
parking ramp construction, rehabilitation/renovation of existing structures, congtruction of
buildings and other improvements, provision of affordable rental housing, project and public
improvements suitable to the needs of the project, environmental remediation, adminigration,
and other related activities.

. Land Use Plan

A. Land Use Map

The Land Use Map isincluded in this Redevelopment Plan as Exhibit #2. The Land Use Map
reflects the generd pattern of recommendations for future land use. The land useindicated is
commercid, retail and resdentid.

B. Land Use Provisions and Requirements
1. Permitted Uses

a. Resdentid uses shdl conform to the Minnegpolis Zoning Ordinance and generdly
limited to those areas specified as resdentid on the Land Use Map (Exhibit #2).

b. Commercid

Commercid uses shdl conform to the Minnegpolis Zoning Ordinance and shall be
limited to those areas specified as commercia on the Land Use Map (Exhibit #2).

c. Indudrid
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Industrid uses shal conform to the Minnegpolis Zoning Ordinance and shdl be
limited to those areas specified asindustrid on the Land Use Map
(Exhibit #2).

d. Paking

2. Additional Regulations and Controls or Restrictions to be Imposed on the Sale of
Acquired Land

All new development on land acquired by the Agency shdl conform to the
applicable state and local codes and ordinances and the requirements of this
Redevelopment Plan, including the provisions of the Minnegpolis Zoning Ordinance.
In cases where codes or ordinances are more redtrictive than this Redevel opment
Pan, the more restrictive will goply.

3. Period During Which Land Use Provisons and Requirements will be in Effect

The requirements and provisions of Section 1l. B. of this Redevelopment Plan shdl
apply to al of the properties acquired in the Project Area except where drict
compliance thereto would in the judgment of the Agency either not be in the best
interest of the Redevelopment Project or the City, or would not contribute to the
achievement of the objectives of this Redevelopment Plan. These requirements shal
remain in effect for twenty years from the date of conveyance of the disposition
parcels.

[1l.  Project Proposals

The Minnegpolis Community Development Agency took title to the former Sears tower
property a Chicago and Lake Street at the end of calendar year 2001. The property includes
the 1928 Tower complex, the 1964 Annex, the 1979 MDI building, and three large surface

parking lots.

In an agreement with Marquette Bank, the MCDA contemplates the sale of the northwest
portion of the project to Abbott Northwestern Hospita for its employee parking needs. Abbott
is currently focused on its heart hospital expansion and related parking ramp. The remainder of
the north portion of the property will be important as a potential expansion space for the

hospitdl.

The MCDA bedlieves that the remainder of the property north of the Midtown Greenway (and
not part of the ramp project) can be left functioning as it is with its existing tenants until moreis
known about Abbott Northwestern Hospital’ s expansion plans.

A. Land Acquisition Map Not Applicable
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B. Land Acquisition
Thereis no property acquisition anticipated other than that which isreferred to
in Section [11.

C. Rehabilitation
Property that is acquired under this Redevelopment Plan may be rehabilitated or sold
for rehabilitation when such rehabilitation would serve to achieve the objectives of this
Redevel opment Plan.

D. Redeveopers Obligations

The genera requirements to be imposed upon the devel opers, their successors or
assigns, will be established in development agreements between the Agency and each
developer. Specific terms and conditions of a development agreement between the
Agency and the developer will be indicated in the devel opment agreement.

IV.  Relocation
Thereisno anticipated relocation of businesses or tenants associated with this project.
V. Official Action to Carry Out the Redevelopment Plan

Minnesota law requires that the Minnegpolis City Planning Commission review this Redevelopment Plan
and thet its written opinion, if any, accompany the Redevelopment Plan when it is officidly submitted to
the City Council for approva (Minnesota Statutes, Section 469.027). In gpproving the Redevel opment
Pan, the City Council isresponsible for carrying out those dements of the Redevelopment Plan
requiring officia action by the loca governing body for the City.

VI.  Procedurefor Changesin Approved Redevelopment Plan

This Redeveopment Plan may be modified as provided in Minnesota Statutes, Section 469.029,
Subdivison 6, asfollows:

"A redevelopment plan may be modified at any time. The modification must be adopted by the
authority and the governing body of the political subdivison in which the project is located, upon
the notice and after the public hearing required for the origina adoption of the redevel opment
plan. If the authority determines the necessity of changes in an gpproved redevel opment plan or
approved modification thereof, which changes do not dter or affect the exterior boundaries, and
do not substantialy dter or affect the generd land uses established in the plan, the changes shall
not congtitute a modification of the redevelopment plan nor require approva by the governing
body of the palitical subdivison in which the project is located.”
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Exhibit #2
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Exhibit # 3

CITIZEN PARTICIPATION REPORT

L ake Street Center Redevelopment Plan

July 26, 2002

Find plan documents will be sent to the Central Neighborhood Partnership, the Centra Neighborhood
Improvement Association, the Powderhorn Park Neighborhood Association, the Phillips West
Neighborhood Group, the Chicago Lake Business Association, the Chicago Lake Review Committee,
the Midtown Phillips Neighborhood Group and others, for athirty day review period. These groups
will be given the opportunity to review and comment on the Lake and Bloomington Redevelopment Plan
prior to consderation of the Plan by the City Council and the Minnegpolis Community Development
Agency Board of Commissioners.

The Minnegpolis Community Development Agency will continue to work with these groups throughout
the implementation of the Redevelopment Plan.

The newly formed Chicago Lake Review Committee, which includes residents, business owners and
representatives from other neighborhood groups has been meeting to discuss the progress of this project
for the last severa months.

A multi-block use covenant has been executed indicating the neighborhoods consent to the proposed
expansion of Abbott Northwestern Hospitd.
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Exhibit # 4

MINNEAPOLISCOMMUNITY DEVELOPMENT AGENCY

AFFIRMATIVE ACTION POLICY
Lake Street Center Redevelopment Plan

July 26, 2002

It isthe policy of the Minnegpolis Community Development Agency to provide equa employment
opportunities without regard to race, color, nationd origin, relaion, sex, age, disability, affectiond
preference, or Satus with regard to public assistance to dl applicants for employment and all
employees. This pledge appliesto al areas of employment including recruitment, employment, job
assgnment, training, promotion, transfers, rate of pay, and dl other forms of compensation and benefits.

The employment policies and practices of the Minnegpolis Community Development Agency will ensure
that al employees and applicants for employment are treated equaly and that no digtinction is made in
its employment practices, except on the basis of merit, because of race, color, nationd origin, religion,
sex, age, disability, affectiona preference, or status with regard to public assstance.

Developers and congtruction contractors who participate in redevel opment activities will be required to
practice affirmative action and fulfill the Minneapolis Community Development Agency Affirmative
Action checkligt gods, and to develop and implement women and minority interest in business enterprise
plans.
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Exhibit #5

ENVIRONMENTAL REVIEW
Lake Street Center Redevelopment Plan

July 26, 2002

The Minnegpolis Community Development Agency will comply with dl applicable locd, sate and
federd regulations and procedures regarding the assessment of potentid environmenta impacts resulting
from project activities.
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Exhibit # 6

PROJECT AREA REPORT & DOCUMENTATION OF BLIGHT

Lake Street Center Redevelopment Plan
and the Lake Street Center Tax | ncrement Finance Plan
July 26, 2002

During the 1997-98 Legidative Session, the City and MCDA sought and received specid tax increment
legidation (see Exhibit #3 attached) to adlow for the construction of public parking ramps and alonger
than usud digtrict duration to alow phasing of the project’s completion over severd years dueto its
sheer size. Specifically, Minnesota Laws, Chapter 389, Section 19, Subdivison 3 states:

“ Notwithstanding the provisions of Minnesota Statutes, section 489.176, subdivision 1b.,
no tax increment may be paid to the authority after 18 years from the date of receipt by
the authority of the first increment generated from the final phase of redevelopment. In
no case may increments be paid to the authority after 30 years from approval of the tax
increment plan. “ Final phase of redevelopment” means that phase of redevel opment
activity which completes the rehabilitation of the Lake Street site.”

The MCDA is seeking gpproval to begin implementing this legidation for the Lake Street Center
Redevelopment Project. The first phase of redevelopment will be the proposed 1,150-space Abbott
Northwestern Hospital ramp at East 28" Street and Chicago Avenue South. The ramp is a necessary
element for Abbott Northwestern Hospita’ s new heart hospital expansion.

Findings for the Redevelopment Project

The Lake Street Center Redevelopment Project (the “ Redevelopment Project”) qudifiesasa
redevelopment project as defined in the Minnesota Housing and Redevel opment Authorities Act
(Minnesota Statutes, Section 469.002, Subdivision 14 and 16).

An area-wide assessment for igibility for purposes of establishing a redevelopment project was
conducted in the 1980s and 1990s. It was found that the Redevelopment Project Area (the “Project
Aredl’) is characterized by significant blighting influences caused by the traffic congestion on East Lake
Street, inadequate parking, incompatible land uses, the age and condition of structures, al of which
meade it difficult to reuse much of the rea property and which may have contributed to and prevented
norma development of the land in the past.

Findings for Redevelopment TIF Didrict

In addition to the blighting influences plaguing the area, the Redevel opment Project Area dso qudifies
as a Redevelopment TIF Didtrict under Minnesota Statute 469.174-179, as amended, and specia
legidation included in this report as Exhibit #3.

The area to be included in the redevel opment tax increment financing district meets the conditions
mandated by Minnesota Statutes and those conditions are reasonably distributed throughout the digtrict.
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Parcels congsting of 70 percent of the area of the didtrict are occupied by buildings, streets, utilities,
paved or gravel parking lots, or other smilar structures and more than 50 percent of the buildings, not
including outbuildings, are structurdly substandard to a degree requiring substantia renovation or
clearance. The property conssts of vacant, underused, underutilized, and contains defects in ructurd
elements or acombination of deficienciesin essentid utilities and facilities, light and ventilation, fire
protection including adequate egress, layout and condition of interior partitions, or smilar factors, which
defects or deficiencies are of sufficient tota significance to justify substantia renovation or clearance.

Documentation supporting these findings, including the specid legidation, is on file in the offices of the
Minnegpolis Community Development Agency, Suite 600, Crown Roller Mill, 105 Fifth Avenue South,
Minneapolis, Minnesota, 55401.

Findings to this affect will be included in the resolutions considered by the City Council of the City of
Minnegpolis at the time that these plan documents are offered for approval.
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Preliminary Budget and Method of Financing

Lake Street Center Redevelopment Plan

July 26, 2002

TIF Digtrict Budget — Phase | Redevelopment

Sour ces

Deveoper Funds

Tax Increment

Total Sources. . . .. ..

Uses
Acquistion
Parking
Demdlition

Environmentd Remediation
Building Rehabilitation
Pay-As-Y ou-Go Note Principal
Pay-As-Y ou-Go Note I nterest
MCDA Adminigtration

Total Uses

| _._UpFront ___[OverTime _
$6,716,800 ---

--- $14,936,017
$6,716,800 $14,936,017
$6,716,800 ---

--- 6,716,800

--- 6,725,594

--- 1,493,017
$6,716,800 $14,936,017

*Tax Increment not pledged as a “ source”

Exhibit # 7

It isanticipated that up-front public redevel opment costs will be financed with pay-as-you-go tax
increment financing. With pay-as-you-go tax increment financing, the developer finances digible public
redevel opment costs under contract with the City or MCDA,, in exchange for a note that pledges
repayment of these codts, with interest, out of the tax increment revenue generated by the project. This
approach reduces the financing risks for the City, since the developer is only fully reimbursed if sufficient
tax increment revenue is actualy generated by the new development.
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MINNEAPOLISCOMMUNITY
DEVELOPMENT AGENCY

L ake Street Center
Tax Increment Finance Plan

July 26, 2002
Prepared by
Project Planning & Finance Department
MCDA
105 5" Avenue South

Minnegpolis, MN 55401
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LAKE STREET CENTER
TAX INCREMENT FINANCE PLAN
July 26, 2002

Introduction

The Lake Street Center Redevelopment Plan and the Lake Street Center Tax Increment Finance (TIF)
Plan (collectively, “the Plans’) have been prepared to authorize the creation of a new Redevel opment
Tax Increment Finance (TIF) digtrict.

The Lake Street Center TIF plan authorizes public redevelopment activities and expenditures,
establishes anew redevelopment TIF district and a budget for digible expenditures. Tax increment will
be used to pay aportion of the digible public redevelopment costs associated with the project, in
addition to MCDA adminigtrative costs.

Portions of the property to be included in the new Lake Street Center Redevelopment Project and Tax
Increment Finance Didtrict are dso located in the Chicago-L ake Redevelopment Project Area, which is
an incorporated project within the Common Development and Redevelopment and Common Tax
Increment Finance Plan (the Common Project).

The project area of the Lake Street Center Redevelopment Plan and the Lake Street Center TIF
Didtrict are not being incorporated into the Common Project and will not be subject to the existing
Common Project obligations and commitments. The Lake Street Center Redevelopment Project Area
and the Lake Street Center Redevelopment TIF Didrict instead are a free-standing overlay project and
digrict. The Lake Street Center Redevelopment TIF Plan does not overlay the existing TIF Didtrict.

The Lake Street Center Redevelopment Project Arealis located in south Minneapolis approximately
two miles from the downtown core, a the juncture of the Phillips, Centrad and Powderhorn Park
neighborhoods. The Redevelopment Project Area occupies 22 separate parcels totaling approximately
20 acres, including vacated streets and dleys. The areaiis currently plagued by crime, a severe lack of
adequate parking, a suffering commercia center and an absence of streetscape improvements that
would ultimately improve both vehicular and pedestrian traffic flow and improve the overal image of the
area

The redevelopment of this areawould turn a currently unproductive and suffering commercid node into
an aestheticdly pleasing, useful and flourishing commercid resource for the resdents of the Powderhorn
Park, Central and Phillips neighborhoods. The proposed phased redevelopment of this area will
facilitate renovation of the former Sears Tower, a prominent city landmark, and subsequent relocation of
established and emerging businesses. The first phase of redevelopment is congtruction of a 5-level
1,150-space parking ramp to provide adequate parking for Abbott Northwestern Hospital employees
and reduce adverse vehicular and pedestrian traffic flow.

The Lake Street Center TIF Digtrict is being established under the plan, powers and authority of the
Lake Street Center Redevelopment Project. This plan authorizes the cregtion of the Lake Street Center
Tax Increment Financing (“TIF") Digtrict within the Lake Street Center Redevel opment Project Area.

Special Tax Increment L egisation
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During the 1997-98 L egidative Sesson, the City and MCDA sought and received specid tax increment
legidation to alow for the congtruction of public parking ramps and alonger than usua district duration
to dlow phasing of the project’s completion over severd years due to its sheer Size. Specificdly,
Minnesota Laws, Chapter 389, Section 19, Subdivison 3 states:

“ Notwithstanding the provisions of Minnesota Statutes, section 489.176, subdivision 1b.,
no tax increment may be paid to the authority after 18 years from the date of receipt by
the authority of the first increment generated from the final phase of redevelopment. In
no case may increments be paid to the authority after 30 years from approval of the tax
increment plan. “ Final phase of redevelopment” means that phase of redevel opment
activity which completes the rehabilitation of the Lake Street site.”

The MCDA is seeking gpprova to begin implementing this legidation for the Lake Street Center
Redevelopment Project. The first phase of redevelopment will be the proposed 1,150-space Abbott
Northwestern Hospital ramp at East 28" Street and Chicago Avenue South. The ramp is a necessary
element for Abbott Northwestern Hospita’ s new heart hospita expansion.

[ Tax Increment Didrict Boundary

This plan establishes a new redevel opment tax increment financing didrict: The Lake Street
Center TIF Didtrict, located within the Lake Street Center Redevelopment Project Area.

The new TIF Didtrict congsts of 22 individua tax parcels and adjacent streets and dleys as
shown in Exhibit #1. Thetax parcdsthat are included within the TIF Didtrict are listed below:

PID # Address
35-029-24-34-0036 1010 Lake Street E
35-029-24-34-0101 811 28" Street E
35-029-24-34-0100 2805 Chicago Ave S
35-029-24-34-0099 2807 Chicago Ave S
35-029-24-34-0098 2811 Chicago Ave S
35-029-24-34-0097 2813 Chicago Ave S
35-029-24-34-0094 2833 Chicago Ave S
35-029-24-34-0095 2855 Chicago Ave S
35-029-24-34-0042 2941 Chicago Ave S
35-029-24-34-0103 800 Lake Street E
35-029-24-34-0104 810 Lake Street E
35-029-24-34-0040 818 Lake Street E
35-029-24-34-0039 826 Lake Street E
35-029-24-34-0038 2843 Elliot Ave S
35-029-24-34-0093 2800 10" Ave S
35-029-24-34-0035 2901 10" Ave S
35-029-24-33-0189 2408 Chicago Ave S

35-029-24-33-0118
35-029-24-33-0119
35-029-24-33-0120
35-029-24-31-0111
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35-029-24-31-0110 928 28th Street E
35-029-24-31-0112 916 28" Street E

The location and boundary of the TIF Digtrict are shown on the attached map
(Exhibit # 1).

The documentation of project and dte digibility, which is gppended as Exhibit #2 to this plan,
provides information from the legidétive action demongrating that the Lake Street Center
project isdigible asa TIF didrict to finance a portion of the digible public project costs

including the proposed parking ramp.

. Statement of Objectives

The purpose of this plan is to authorize public development and mixed-use redevel opment activity
and financia asssgtance to facilitate the development of the Lake Street Center project, whichis
necessary to increase available parking optionsin the area, improve business and commercia
opportunities, improve the aesthetic nature of the area, perform renovation of the Sears Tower,
and to provide needed housing and community development opportunities.

These god's and objectives are outlined in detail in Section | of the Lake Street Center
Redevel opment Plan.

[1. Statement of Development Program

A. Description of Development Program

The Minnegpolis Community Development Agency took title to the former Sears tower
property at Chicago and Lake Street at the end of calendar year 2001. The property includes
the 1928 Tower complex, the 1964 Annex, the 1979 MDI building, and three large surface

parking lots.

The entire former Sears property is currently managed, under contract with the MCDA, by
United Properties’ property management division.

In an agreement with Marquette Bank, the MCDA contemplates the sale of the northwest
portion of the project to Abbott Northwestern Hospital for its employee parking needs. Abbott
is currently focused on its heart hospital expansion and related 1,150-gpace parking ramp. The
remainder of the north portion of the property will be important as a potential expansion space
for the hospitd.

The MCDA believes that the remainder of the property north of the Midtown Greenway (and
not part of the ramp project) can be left functioning as it iswith its exising tenants until moreis
known about Abbott Northwestern Hospital' s expansion plans.
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The MCDA hasfadilitated the relocation of asingle family house at 2901 11™ Avenue South to
an MCDA-owned lot at 2815 10™ Avenue South. The resulting vacant lot a 2901 11™ Avenue
South will be used as part of the adjacent 88-space parking lot. This operation will cease when
Abbott Northwestern Hospital opens its proposed new 1,150-space, multi-level ramp at 28"
and Chicago. At that time, the parcel could be marketed for a housing development, replacing
the origina residentia character of the block.

B. Property That May Be Acquired

The MCDA does not anticipate any property acquisition associated with the Lake Street
Center Project.

C. Development Activity for which Contracts Have Been Signed

As of the date of the preparation of this TIF Plan, the Minnegpolis Community Development
Agency has not yet entered into any redevelopment contracts related to these activities. It is
anticipated that severd redevelopment contracts will be executed by the end of 2002.

D. Other Planned Development Activity

No other future development activity has been identified at thistime, except that which is
described above.

V. Destription of Financing

These plan documents have been prepared to authorize public redevelopment activities and
financid assgtance to facilitate the development of the Lake Street Center Redevel opment
Project.

The MCDA isone of saverd public partners working to facilitate and help finance the
redevelopment of the former Sears Tower and the construction of a parking ramp for Abbott
Northwestern Hospitd’ s new heart hospita expansion.

Tax increment assistance will be provided to Phase | of the project through the issuance of a
pay-as-you-go TIF note.

The budget contained in this plan does not identify al of the sources and uses of private and
public funds that will be invested in this project, but rather identifies only the tax increment budget
for Phase| of the project. Future phases will require an amendment to this plan’s budget. Some
of these financid commitments are dill being negotiated & thistime.

This plan authorizes the creation of a Redevelopment Tax Increment Financing Didrict, in
accordance with specific legidation referred to earlier, to finance a portion of the eigible public
redevelopment cogts. The prdiminary budget in this plan identifies the maximum amount of
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project costs that may be financed with tax increment revenue from the Lake Street Center Tax
Increment Financing Didtrict asit pertainsto Phase | of the project.

Since the tax increment assstance is being provided as gap funding to provide the minimum
reasonable level of assstance necessary to complete the project, the exact amount of the
required assistance will not be known until the other sources of financing have adso been
committed, and devel opment agreements are prepared.

The figures, sources and methods of financing identified in this finance plan are based on the best
edimates available a the time of writing. Slight changes in these figures can be expected.
However, in the event that significant changes affect the structure or feasibility of this TIF Plan, or
result in anincrease in the project costs of this project beyond the amounts listed herein, a
modification to this plan might be necessary. Such amodification would reguire the same
gpprova process asthe origind gpprova of thistax increment finance plan.

A. Project Costs

The current estimate of the maximum project cogts to be financed by tax increment revenues
from the Lake Street Center Tax Increment Financing Didtrict is $6.7 million. Anticipated
public expenditures are listed below. It isanticipated at this time that the tax increment revenues
from the Lake Street Center TIF Didtrict will be utilized primarily for the congtruction of anew
multi-level parking ramp.

Tax Increment District Budget — Phase |

Sour ces Up-Front Over Time
Developer Funds $6,716,800
Tax Increment $14,936,017
Total Sources $6,716,800 $14,936,017
Uses
Parking $6,716,800 ---
Pay-As-Y ou-Go Note Principal $6,716,800
Pay-As-Y ou-Go Note Interest $6,725,594
MCDA Administration $1,493,017
Total Uses $6,716,800 $14,936,017

B. Bonded Indebtedness to be Incurred

For Phase | of the Lake Street Center Redevel opment Project, no bonded indebtednessis
anticipated. However, future phases of the project may require the issuance of bonds retired
with tax increment funds.

It is anticipated that the tax increment financing assistance to the Lake Street Center project
from the Lake Street Center TIF Didrict will bein the form of pay-as-you-go financing for
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Phase . With pay-as-you-go tax increment financing, the developer or athird party lender
finances the agreed upon tax increment eligible public redevelopment costs under contract with
the MCDA in exchange for a note that pledges repayment of these costs, with interet, out of
the tax increment revenue generated by the project. It is not anticipated that tax increment
bonds will be issued for this project; however, the Agency preserves the right to issue such
bonds in an amount not to exceed $6.7 million.

C. Sources of Revenue

Tax increment generated within the Lake Street Center TIF Didtrict, will be used to pay the
eligible public development and redevelopment codts for Phase | of this project.

D. Origind Net Tax Capacity

Twenty-two tax parcels are included in the Lake Street Center TIF Digtrict. Pursuant to
Minnesota Statutes, Sections 469.174, Subdivision 7 and Sections 469.177, Subdivision 1, the
Original Net Tax Capacity as certified for the Lake Street Center TIF Didtrict will be based
upon the estimated market vaues (EMV) placed on the property by the City Assessor in 2002
for taxes payable (TP) 2003.

Thetax parcesincluded in the TIF digtrict are taxed with the EStimated Market VVaue (EMV)
of $18,063,800. Thisfigure excludes properties with an estimated market value, but because
they are publicly owned and are not paying taxes. Specid legidation alows the City to reduce
the Estimated Market Vaue to $0 once the MCDA certifies to the County Auditor that it has
entered into a redevelopment or other agreement for rehabilitation of the Site or remediation of
hazardous substances. Upon project completion and property reclassification it is estimated that
the origind net tax capacity of the TIF Digtrict will be $360,526.

E Estimated Captured Net Tax Capacity of the Tax Increment Financing Didtrict at
Completion

Upon project completion, it is anticipated that the market vaue of taxable property in the Digtrict
will increase by about $18,063,800; from $0 to approximately $18,063,800. This will generate
atotal net tax capacity of approximately $360,526; and an estimated captured net tax capacity
of $360,526. Based upon a projected local tax rate of 147.663%, thiswill generate an
estimated annua tax increment payment of $530,447, excluding deduction for State Auditor
Fee.

F. Duration of Didrict

The Lake Street Center TIF Didtrict is a Redevelopment Tax Increment Financing Didtrict.
According to the specid legidation referred to above and notwithstanding the provisions of
Minnesota Statutes, Section 489.176, Subdivison 1b, no tax increment may be paid to the
authority after 18 years from the date of receipt by the authority of the first increment generated
from the fina phase of redevelopment. In no case may increments be paid to the authority after
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30 years from the gpprova of the tax increment plan. “Find phase of redevelopment” means
that phase of redevelopment activity which completes the rehabilitation of the Lake Street Ste.

G. Fiscd Digparities Election

It isthe intent of the MCDA and the City of Minnegpalis that the entire fisca disparity
contribution required of the City for development occurring within this digtrict be taken from
outsde the Lake Street Center TIF Didtrict. The election provided in Minnesota Statutes
Section 469.177, Subdivison 3, paragraph (a) of the Minnesota TIF Act is eected.

H. Origind Tax Capacity Rate

The Original Tax Capacity Rate for thisdistrict will be the local tax capacity rate for taxes
payable (TP) 2003.

For purposes of estimating the fiscal impact of this tax increment financing district on other
taxing jurisdictions, the locd tax rate for TP 2002, which is 147.663%, has been utilized (See
Section V for a breakdown).

l. Permit Activity and Prior Planned Improvements

The Lake Street Center Development Program does not include any prior planned
improvements that would have been constructed without the approva of this project, and the
tax increment and other public financia assstance to be received.

The letter requesting certification by Hennepin County of the Lake Street Center TIF Didtrict
will be accompanied by aligt of dl of the building permits issued for the properties included in
this digrict during the eighteen months immediatdy preceding gpprova of this tax increment
financing plan, as mandated by Minnesota Statutes, Section 469.175, Subdivison 3.

J. Affordable Housing and Expenditures Outside TIF Digtrict
Pursuant to M.S. Section 469.176, Subd. 4k, tax increment may be spent to assst affordable
housing meseting the requirements of M.S. Section 469.173, Subd. 2, paragraph (d). However,
specid legidation included here as Exhibit #3, dates:
“ Increments from the district established under this section may only be expended
on improvements and activities within or directly in aid of the district and on

administrative expenses related to the district.”

V. Type of Tax Increment Financing Didtrict

The proposed Lake Street Center Tax Increment Finance Didrict is a Redevel opment Didtrict
pursuant to Minnesota Statutes, Section 469.174, Subdivision 10 (a) (1) and the special
legidation (Exhibit #3) referred to previoudy. Additiond information about the physica
conditions in the proposed digtrict and the digibility of this areafor incluson within a
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VI.

VII.

Redeveopment TIF digtrict can be found in the Project Area Report and Documentation of
Blight which is gppended as Exhibit #2 to this Plan.

Egimated Impact on Other Taxing Jurisdictions

It is the position of the Minnegpolis Community Development Agency and the City of
Minnespolis that the redevelopment of the blighted, deteriorated and underutilized property
would not occur as proposed without the tax increment financing assistance to be provided.

Neverthdess, if it is assumed for purposes of analyss that the proposed devel opment would
occur without the tax increment financing assistance and that the estimated captured tax capacity
generated by the development would under those circumstances be immediately available to the
taxing jurisdictions, then the estimated annua impact on the taxing jurisdictions would be as
follows

Property Tax

Tax Capacity Revenues Resulting

Taxing Jurisdictions Rate from $360,526

Payable 2001 Captured Tax

Capacity
City of Minnegpalis 59.0540 $212,905
Hennepin County 44,7480 161,328
Specia School Digtrict #1 32.9610 118,833
Other Taxing Juridictions 10.900 39,297
Tota 147.663% $532,364

Badsfor Finding that Development Would Not Occur Without Tax Increment Financing
Assgance

Minnesota Statutes, Section 469.175, Subdivision 3, provides that prior to the gpproval of atax
increment financing plan, the City Council must find that the proposed development or

redevel opment would not reasonably be expected to occur soldy through private investment
within the reasonably foreseeable future and therefore the use of tax increment financing is
deemed necessary. Further, that the increased market value of the site that could reasonably be
expected to occur without the use of tax increment financing would be less than the increase in
the market vaue estimated to result from the proposed development after subtracting the
present vaue of the projected tax increments for the maximum duration of the ditrict permitted
by the plan.

It isthe position of the Minnegpolis Community Development Agency and the City of
Minnegpolis thet the private redevelopment of the property included in the TIF Didtrict could
not occur without public participation and financia assstance. This conclusion is based upon
the high codts of Site preparation for the existing blighted property, including the extraordinary
cogts of rehabilitation and conversion, pollution cleanup if necessary, and the impact of these
cogts upon the feasihility of new private development or rehabilitation.
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An additiona factor makes the redevel opment of this Site and the rehabilitation of the proposed
project infeasible without public assstance. One of the public purposes accomplished by this
redevelopment project is the conversion of adeteriorating property into astable and vigble
long-term reuse that is not possible without public assstance. The rehabilitation and conversion
of this property generates extraordinary construction costs that increase the financing gap for the
project, and requires public financing assstance. Another public purpose isthe job creation and
economic benefit to the neighborhood. Abbott Northwestern Hospitd is currently licensed for
782 beds on the main campus. Of those, the hospital currently operates 627 beds.

When the nearby heart hospital expansion is completed, the hospita will operate atota of 689
beds. In 2010, five years after the heart hospital expansion, they estimate they will be operating
between 758 and 782 beds. Further, taking into account aratio of 8.3 full time employees
(FTES) per bed, the following indicates projected growth in jobs:

627 beds = 5,204 FTEs
689 beds = 5,717 FTEs
782 beds = 6,490 FTEs

In addition, the investment in this campus will dso generate more loca spending. An economic
impact sudy in commissioned in 1995, estimated that the hospitd, physicians, s&ff, vistors and
patients spend about $6 million in Phillips neighborhood each year. The same study estimated
annua spending of $9.3 million by these groups in neighboring Powderhorn.

During the period 1999-2001, Abbott Northwestern Hospita’ s employee base increased from
566 employees to 962 employees. Most of this 70% increase was in the south Minnegpolis
55407 zip code area, indicating that Abbott Northwester Hospita provides living wage jobs to
the residents in the surrounding neighborhoods.

Tax increment financing is essentia to closing the remaining financing gap in the project.
Without the use of tax increment financing the Lake Street Center project could not reasonably
be expected to occur solely through private investment within the reasonably foreseeable future.
The former Sears Tower has been the subject of many unsuccessful attempits to attract and
sustain a viable redevel opment since the Sears company vacated the Site in 1994,

The creation of the Lake Street Center TIF Digtrict is necessary in order to finance a portion of
the digible public redevelopment activities necessary to implement the Development Program of
the Lake Street Center Redevelopment Project, detailed in the redevel opment plan.

Therefore, crestion of thistax increment financing didrict isin the public interest because it will
facilitate the development of a mixed-use redevel opment project, which will provide needed
parking for Abbott Northwestern Hospitd. Other public benefits will include blight remediation,
tax base enhancement, economic integration, increased neighborhood livability, and an increase
injobs. Findingsto this affect will be included in the resolutions considered by the City Council
of the City of Minnegpoalis at the time that these plan documents are gpproved.
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The calculations necessary to passthe “Market VaAue’ test are contained on page 13 of this plan.
As shown, the public redevelopment activity, expenditures, and market vaues associated with the
Lake Street Center Project results in a series of caculations and figures that clearly passesthe
market value test.

The MCDA and City of Minnegpolis have determined that the proposed redevel opment project
to be financed in part by this TIF Didtrict would not occur solely through private invesment within
the foreseeable future, based on previous unsuccessful attempts to redevel op the property an the
length of time the property has been nearly completdy vacant and underutilized.

VIIl. Modificationsto Tax Increment Finance Plans

This Tax Increment Finance Plan may be modified, provided that such modifications shdl be
adopted by the Board of Commissioners of the MCDA and the City Council under the
provisons of the Tax Increment Financing Act - Minnesota Statutes, Section 469.175,
Subdivison 4.
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The Market Value Test goes here. Contact the MCDA to view the Market Vaue Test
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Exhibit # 1
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Exhibit # 2

PROJECT AREA REPORT & DOCUMENTATION OF BLIGHT

Lake Street Center Redevelopment Plan
and the Lake Street Center Tax | ncrement Finance Plan
July 26, 2002

During the 1997-98 L egidative Sesson, the City and MCDA sought and recelved specid tax increment
legidation (see Exhibit #3 attached) to adlow for the construction of public parking ramps and alonger
than usud digtrict duration to alow phasing of the project’s completion over severd years dueto its
sheer size. Specifically, Minnesota Laws, Chapter 389, Section 19, Subdivison 3 states:

“ Notwithstanding the provisions of Minnesota Statutes, section 489.176, subdivision 1b.,
no tax increment may be paid to the authority after 18 years from the date of receipt by
the authority of the first increment generated from the final phase of redevelopment. In
no case may increments be paid to the authority after 30 years from approval of the tax
increment plan. “ Final phase of redevelopment” means that phase of redevel opment
activity which completes the rehabilitation of the Lake Street site.”

The MCDA is seeking gpprova to begin implementing this legidation for the Lake Street Center
Redevelopment Project. The first phase of redevelopment will be the proposed 1,150-space Abbott
Northwestern Hospital ramp at East 28" Street and Chicago Avenue South. The ramp is a necessary
element for Abbott Northwestern Hospita’ s new heart hospita expansion.

Findings for the Redevelopment Project

The Lake Street Center Redevelopment Project (the “ Redevelopment Project”) qudifiesasa
redevelopment project as defined in the Minnesota Housing and Redevel opment Authorities Act
(Minnesota Statutes, Section 469.002, Subdivision 14 and 16).

An area-wide assessment for digibility for purposes of establishing a redevelopment project was
conducted in the 1980s and 1990s. It was found that the Redevel opment Project Area (the “Project
Ared’) is characterized by sgnificant blighting influences caused by the traffic congestion on East Lake
Street, inadequate parking, incompatible land uses, the age and condition of structures, al of which
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made it difficult to reuse much of the red property and which may have contributed to and prevented
normal development of the land in the past.

Findings for Redevelopment TIF Didrict

In addition to the blighting influences plaguing the area, the Redevel opment Project Area dso qudifies
as a Redevelopment TIF Digtrict under Minnesota Statute 469.174-179, as amended, and specia
legidation included in this report as Exhibit #3.

The areato be included in the redevel opment tax increment financing district meets the conditions
mandated by Minnesota Statutes and those conditions are reasonably distributed throughout the digtrict.

Parcels consisting of 70 percent of the area of the didtrict are occupied by buildings, streets, utilities,
paved or gravel parking lots, or other smilar structures and more than 50 percent of the buildings, not
including outbuildings, are structurdly substandard to a degree requiring substantia renovation or
clearance. The property consists of vacant, underused, underutilized, and contains defects in structura
elements or acombination of deficienciesin essentid utilities and facilities, light and ventilation, fire
protection including adequate egress, layout and condition of interior partitions, or amilar factors, which
defects or deficiencies are of sufficient tota significance to justify substantia renovation or clearance.

Documentation supporting these findings, indluding the specid legidation, is on file in the offices of the
Minnegpolis Community Development Agency, Suite 600, Crown Roller Mill, 105 Fifth Avenue South,
Minneapolis, Minnesota, 55401.

Findings to this affect will be included in the resolutions considered by the City Council of the City of
Minnegpolis at the time that these plan documents are offered for gpprova.
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Exhibit # 3
Pertinent excerpts from

Minnesota Session L aws -- 1998

Chapter 389 — H.F. No. 3840

Sec. 19. [REDEVELOPMENT DISTRICT FOR LAKE STREET PROJECT.] Subdivision 1.
[AUTHORIZATION.] Upon approva of the governing body of the city of Minnegpalis by resolution,
the Minnegpalis community development agency may establish for the Lake Street project a

redevel opment tax increment financing district with phased redevelopment. The digtrict is subject to
Minnesota Statutes, sections 469.174 to 469.179, as amended, except as provided in this section.

Subd. 2. [ORIGINAL NET TAX CAPACITY.] Notwithganding Minnesota Statutes, section
469.174, subdivision 7, the original net tax capacity of the didtrict, as of the date the authority certifiesto
the county auditor that the authority has entered into a redevel opment or other agreement for
rehabilitation of the site or remediation of hazardous substances, is zero.

Subd. 3. [DURATION OF DISTRICT.] Notwithstanding the provisions of Minnesota Statutes, section
469.176, subdivision 1b, no tax increment may be paid to the authority after 18 years from the date of
receipt by the authority of the first increment generated from the final phase of redevelopment. In no
case may increments be paid to the authority after 30 years from agpprova of the tax increment plan.
"Find phase of redevelopment”" means that phase of redevel opment activity which completesthe
rehabilitation of the Lake Street site.

Subd. 4. [REMOVAL OF HAZARDOUS SUBSTANCES.] For purposes of the three-year activity
rule under Minnesota Statutes, section 469.176, subdivision 1a, and the four-year action requirement

under Minnesota Statutes, section 469.176, subdivison 6, the removd of hazardous substances from
the ste shdl condtitute a qudifying activity.

Subd. 5. [FIVE-YEAR RULE.] Thefive-year period under Minnesota Statutes, section 469.1763,
subdivison 3, is extended to ten years.

Subd. 6. [NO POOLING AUTHORITY'.] Notwithganding the provisions of Minnesota Statutes,
section 469.1763, increments from the digtrict established under this section may only be expended on
improvements and activities within or directly in aid of the district and on administrative expenses rdated
to the didrict.

Subd. 7. [EFFECTIVE DATE.] This section is effective upon compliance with Minnesota Statutes,
sections 469.1782, subdivision 2, and 645.021, subdivison 2.
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